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Cle an

N{arch 17, zot4

Dear BTIC Members,

The lVIo'tatra Hnvirontnetrtal Infolmation 
'.center'(N,IEIc) 

appreciates the opport*nilv to comment onthc draft "consumcl' Impacts" t"poti 
"na"r 

consideration as part of the Ren"luabie portfoiio stanclard(RPSI study' The a'alysis of the nrs;, i*po.t nn .ut"iiulors"is arguably the most importantcomponent of the RPS study. T'herefore, ii i. i"rpntt"iii"r Lirc in e'iruate 
"orr..,-", impactinformatiern beyoncl the.nairow p"lrp".tiu. prort,f"J-in ti,-..rtifi.r* responses to the RpS cluestionnaire.Several responses bv ytilitics lpilnruitij Ngriqw"*to., ri".rgi.l ar. lrr"orrsi.t".,i*itf, statements ancltestim'ny before the l\{ontanu p.trrri. s'".vice commis.si""ifscl. In recent psc docliets,Northwestern (NWF) paints a much different pi.,"*;;;.,ir",r"*utrle energv costs, market

5:1f',XT'?J:::l#:::Hif;ffir.;il:::;:il;i;;,Jl#""t,,", Generating-stuiion.rnccsJtho,, tr,*y

Rencrvablc Energy and N{arket Costs

In response to cluestion *16 in the sun'ey that asks rvhether the standar.d has contributed to ldgher,lotrl'er, ot'neutral costs for their custorneis, NWE said it was "neutral,'but that, ,.NWE,s highest costRPS rc'sourccs afe currently much morc costly n., u aotiu, p"rmegawatt- hour basis than the marlietpurcirases that they displace.,'

conrparing highest cost RPS resources to the market is misleacling for sevelal reasons. First, NwBft-icuses orrly on the hig]hest cost RPS ,"ruor."* compareci to market purchases, rather than the lou,est-cost RPS resources' 'Nso, NWE fails to mention thai sp.t -or*"t pu."rrrr", o.. 
"ii"op*. 

tha' anyother resources in thcir cttucutportfolio. Based on infirmad;" fr""* the pSC, -olstrip 
unit 4, eFcontracts' spio'Kop, and 'Iudith Gap are all.mrre 

""p""ri*^irran the spot rnar-ket (purple). see charttol' cotnparison of NWE,s supply,esource priccs.

Selected NorlhWestern Electricity Supply prices

Januarv 2009 to June 20,|3

QF.1

.f0.053

PPL

t0,051

qi

:, $.04

! 50.03

- 
,0,.;;t

1003!

& Hca j tlrful.
ll's ycr"rr right, r.lLrr ntrs$f$xi.



using the market as a low-cost comparison to Rps resour.es is arso inconsistent with Northwestern's

statements since eooT abo*t the cost u"a t:iui.* *sociatetl with relying on unpredictable market

purchascs. In fact, llwi;. p""ding acq'isitio" oippr''s datns hinges on the arg'ment that market

purchases and prices a* on""rtuii, 
"ria 

iir" 
"iiiity 'eec1s 

to shielrr ratepayers from market costs a'd

risks by becoming more vertically integratecl (-o*ning tlte datns') Most recently' Northlvesterll's 201:J'

Resource supply pia* (Docket#N2o13.1rs+itrr" riynlru r"quiriiion docket (Docket# Dzor11.rz'85),

a'cr trre spion rop wrnii ciocket (Docket* iloit.s +t iclentif;'tire "risk prenri*m" ass'ciated with

rnarket purchases .n-put"Jto owning the darns ancl other renewable resources'

MErc agrecs that thc marhct is unprcdictabic and supportsNWE's clccision to shield ratcpa-vcrs lrom

frirur.e unc.ertainty ancl risk by p'rchasid;;;;ir-ri&ewabre rcsources such as hydro and rryind' It is

irerplexi'g then thai NorlnW*rr"rt *oot? lrnrtray the sarne market that they do''t want to reiy on' as a

lorv-cost alternative io npi ,"roorces. The 
"orrro*"t 

impacts anall'sis should provicle tnore context

rclated" to the cost of renewable ."ro.r..".-urrd volatire martrct pricts than NWE'' response to this

question affords.

Fuei Pr:ice Hedging

e'cstion #1s on the utiiity survey- asks whether the RPS has assistccl i' hcclgi'g against the voiatilitl' of

fossil fuel markets. NwE responrleci thaiit hacln't because RpS resorrces hacl caused the compan-v t.

invest in aclditional gas-fired resources. Yet, itr the spion Kop docket NWE testified that the proiect

pro'idcd a "b,ffer" ig"i"-it"""'ul ,iskr. ecfo.ai"g to N14/Ek tcstimony' "t'cl markets ha'e historically

dcrno'strated pricc volatility ancl ha'e t"*rt"J in"significant cost increascs. since wind gcncrating

facilities clo not consume ftiel, they ,r" nJr,rrjcct to"tuel price volatility" (Dzor: '5'41 page JDHIo)'

Renervable r-esources deyelopetl to meet the RPS such as Spiol Kop are 9ne- 
\'1ay to effectively heclge

against fossil fuel pri"" t"f otiliry* and ,"tut"a market purchases' As NWE's Spion Kop testinrony prlints

out, ,.rcnewaut" ,eso,irces, inclirding,ril;,;";"iuttyior".t the ovcrall risli in thc s'pply portfolio a'd

therefore provide l;G-6; benefiti to oru'iatepayers" (Dzorr.5'4r page JDHg)'

Additional gas-fired resorlrces were not mentioncd in NWE's testimony about fircl-price risk associated

with Spion KoP'

Resottrce Diversit)'

e'estion #14 orl the utility lun ey asks if the RpS has contributecl to the diversification of their overall

porttbl.io in trlontaira.-NWn', respondecl that it hasn't becausc tirey had already been focused on

rener.vable ,".o.rr.", 1ri'r io the RPS. Similarly, question#r5 askswhether the standa'd has led to a

reduction in OeperJe'c,e on fbssil fu"tt.-XWn iesponded thit any change in fbssil fiel use 1o be

"minimal".

NWH has submitted testimony fcr: the psc that spion Kop's contribution to resource diversitl'heips

serr,"e the irublic inter"st' Moreover, thel'testifiea tirat Spion Kop is nec€ssary to ineet the t'equirements

of the Rps. specifically, that "an ,r*rr".i wincl resource triroviclei diversity from nrore traclitional

thermal resources ancl market purchase contracts (Dzorr'5'4r pagg'Ifclla)' As to rvhether the RPS led

to the clecision to p*rchase Spion Kop, NWB testifiecl tirat "absbnt Spion Kop,-NWE will not

meet(emirhu.i* oia"i|th; Ris;"-*ti*" itt 2013 or zor4 (Dzou.s.41 page JDH rg)'

ciearly, spio' Kop antl other: RpS resources have adcled cliversity to Nrtrthwesteru's portfolio' It is

inconsequerrtiur *r.lirr"riwE would have cleveloped renewable resources to sotnc degrcc without thc

Rps. The percentage of renervable energy in NwE s current portfolio is tiecl to the reqrdi'ements of the

RpS. Since 2oos, frorthWestem has tleiithe arnount of renewable ellergy tirey plan to acquire directly

to the RpS. For ";;;i;, 
intheir last four biamrual l'esource procurcrrrcllt p-111:'NWE has onlv

considerecl o"q.ritinf'tio amount of renewable enelgy required to meet the RPS percentages-no mol'e'

no less.



Dave Gates Generating Station
Question #zr and #22 onthe utility survey ask whether additional resources have been needed to integrate
renewable resources because of the RPS. In Question +zr NWE responds that Dave Gates Generating
Station (DGGS) was required to integrate renewable resources but in Question *zz NWE responds that
integration resources would have been added to their portfolio without the RPS. The consumer impacts
report also notes that NWE attributes 5o% of the cost of DGGS to the Rps.

In the DGGS approval docket (Dzoo8.B.95), NorthWestern's testimony explains their immediate need for
their own regulating reserves, outside of integration requirements of RPS resources. According to NWE,
several reasons justified their need to build Dave Gates Generating Station (Mill Creek Generating Station
at the time). Primary among these was that purchasing regulating reserves from the market and third
parties (Idaho Power etc.) was becoming less certain. Prior to construction of Dave Gates, NWE was
purchasing too%" of their regulating reserves from the market or third parties. According to NWE's
testimony, DGGS was "a dispatchability and intermittency issue, not a renewable resource issue"
(DzooB.B.95 page DGG-z+).

Attributing 5o% of the cost of DGGS is quite high considering that NWE identified SSMW of additional
regulation resource needed for both RPS resources cnd qualifying facilities beyond the 85MW they needed
at the time DGGS was proposed (Dzoo8.B.95 page B). Dave Gates is a r5oMW facility. Even if all of the
35MW of additional regulation resource was attributed to the RPS, that would only be z3% of the total
capacity of the facility.

It is true that DGGS helps balance renewable resources on NWE's system. But, it is also true that DGGS
would have been built regardless of the RPS, because NorthWestern couldn't rely on a risky market and
needed to purchase their own regulation service.

MEIC recommends that ETIC include a broader context for their evaluation and report of consumer
impacts. It is important to survey utilities about impacts of the RPS on their customers but it is also
important that the utilities are consistent in their statements related to renewable energy resources,
alternatives, and cost impacts on customers. Inconsistency abounds in NorthWestern Energy's responses to
the ETIC questionnaire versus their testimony under oath to the Public Service Commission (PSC). ETIC
would be remiss not to supplement the consumer impacts report with information from the PSC.
Expanding the scope and context of the RPS's consumer impacts will help provide Montanans with a
robust, accurate and complete assessment of the RPS.

Sincerely,

Kyla N. Maki
Clean Energy Program Director


